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Debtor was the owner of the vendor's interest in a land sale
contract and the real property subject thereto.  Debtor executed
a promissory note in favor of the plaintiffs and as security
assigned them an interest in the land sale contract.  The
assignment was recorded but no U.C.C. financing statement was
filed regarding the assignment of the debtor's interest in the
land sale contract.

After an involuntary chapter 7 proceeding was instituted
against the debtor the plaintiffs commenced this adversary
proceeding seeking a declaration that they held a valid and
properly perfected security interest in the debtor's interest in
the land sale contract and the real property.  The trustee
contended that he could avoid the plaintiffs security interest by
use of his strong arm powers under either 11 U.S.C. §544(a)(1) or
(a)(3).

The bankruptcy court held that although the plaintiffs had a
valid, perfected security interest in the vendor's interest in
the real property, they lacked a valid perfected security
interest in the debt which the property secured.  Under Oregon
law the assignment of a security interest without the assignment
of the debt yields the assignee nothing and hence the plaintiffs'
security interest in the real property was a nullity.  The court
found that the plaintiffs' interest in the land sale contract was
subordinate to the trustee's.

The Bankruptcy Appellate Panel affirmed the bankruptcy
court's holding that recording an assignment is insufficient to
perfect an interest in the proceeds of a land sale contract. 
Further, the BAP affirmed the bankruptcy court's holding that a
trustee's actual or constructive knowledge of recordation of an
interest has no effect on his powers as a judicial lien creditor. 
Finally, the BAP upheld the bankruptcy court's holding that
plaintiffs' security interest without the assignment of the
underlying debt was null, and therefore subordinate to the
trustee's interest. 
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